


JPRS 84087 


10 August 1983 


Japan Report 


No. 177 





|FBIS| FOREIGN BROADCAST INFORMATION SERVICE 











NOTE 


JPRS publications contain information primarily from foreign 
newspapers, periodicals and books, but also from news agency 
transmissions and broadcasts. Materials from foreign-language 
sources are translated; those from English-language sources 
are transcribed or reprinted, with the original phrasing and 
other characteristics retained. 


Headlines, editorial reports, and material enclosed in brackets 
[] are supplied by JPRS. Processing indicators such as [Text] 
or [Excerpt] in the first line of each item, or following the 
last line of a brief, indicate how the original information was 
processed. Where no processing indicator is given, the infor- 
mation was summarized or extracted. 


Unfamiliar names rendered phonetically or transliterated are 
enclosed in parentheses. Words or names preceded by a ques: 
tion mark and enclosed in parentheses were not clear in the 
original but have been supplied as appropriate in context. 
Other unattributed parenthetical notes within the body of an 
item originate with the source. Times within items are as 
given by source. 


The contents of this publication in no way represent the poli- 
cies, views or attitudes of the U.S. Government. 


PROCUREMENT OF PUBLICATIONS 


JPRS publications may be ordered from the National Technical 
Information Service, Springfield, Virginia 22161. In order- 
ing, it is recommended that the JPRS number, title, date and 
author, if applicable, of publication be cited. 


Current JPRS publications are announced in Government Reports 
Announcements issued semi-monthly by the National Technical 
Information Service, and are listed in the Monthly Catalog of 
U.S. Government Publications issued by the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D.C. 
20402. 














Correspondence pertaining to matters other than procurement 
may be addressed to Joint Publications Research Service, 
1000 North Glebe Road, Arlington, Virginia 22201. 








JPRS 84087 


10 August 1983 


JAPAN REPORT 


No. 177 


CONTENTS 


ECONOMIC 


Various Aspects of Nation's Labor Force Examined 
(ESP, May 83)..... suaueseaecsauussaeseneevevevsceenses 1 


Characteristics of Labor Market, by Akira Ono 

Trade Friction and Employment Adjustment, by Yoshie 
Yo ne zawa 

U.S.-Japan Population, Wage Changes, by Nachiro Ogawa 


Balance of International Payments Through Feb 83 
(KEIZAI GEPPO, Apr 83)........ cccccccccccccccccccccece 35 


-a- (III - ASIA - 111] 








ECONOMIC 


VARIOUS ASPECTS OF NATION'S LABOR FORCE EXAMINED 
Characteristics of Labor Market 
Tokyo ESP in Japanese May 83 pp 18-24 
[Article by Akira Ono: "Characteristics of Japanese Labor Market"] 
[Text] 1. Preface 


Whether discussing the similarities of the Japanese labor market or its 
peculiar characteristics, for our arguments to be persuasive, the following 
conditions must be met: first, there must be data available from a number of 
countries concerning the subject of discussion, and second, the data with 
respect to each of these countries must be reliable. 


In a narrow comparison, for example, of Japan and the United States, or Japan 
and England, when differences are discerned, there is no way of telling which 
of the countries is unique. In the past, when our country was compared with 
the early modern English agrarian society, the Japanese wage labor accumula- 
tion process was stipulated to be unique. However, if we look at a number of 
developing countries and their developmental processes, the unique country was 
England rather than Japan. In order not to fall into such error, until such 
time as sufficient guideposts are set up, it is more appropriate to talk in 
terms of dissimilarity rather than uniqueness based on using one country as a 
standard. 


The need for an analysis of causes lies in the fact that it is an absolutely 
essential step in taking our arguments a step beyond mere superficial compari- 
sons. It is known now that there is a covariant relationship between wages and 
age (or years of employment) to some extent in some countries; however, on the 
basis of such a comparison, to infer and declare that all countries, with 
respect to wages, have similar characteristics to Japan's in terms of age 
seniority is somewhat dangerous. (Note 1) Haruo Shimada applied identical 
wage structure models to a given industry in Japan and in the United States, 
and discovered that there was no great difference in the wages of the average 
promoted worker the worker hired in midcareers in the United States or in Japan 
at the outset. In Japan, however, as the worker grew older, the differential in 
wages between these two groups grew accordingly. (Note 2) This indicates that 
the apparent noticeable differences do not necessarily reflect a commonality of 
stipulated cases. It can be described as an interesting example of analysis. 
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The two cases pointed out about show that research involving international 
comparisons heretofore were definitely not satisfactory. If we take into 
consideration the use of data which incorporates adequate information, the 
number of countries that can be included in an analysis suddenly drops dramat- 
ically. Herein lies the weakness of international comparative research. How- 
ever, with respect to wage structure comparisons, I believe there is a growing 
pool of research data that is both accurate and able to withstand critical 
scrutiny. 


Shimada's research above is one example, and we can count the study by Saunders 
and Marsden analyzing the wage structures of the EC countries as another 
example. According to these authors, the skills development process of labor in 
the various EC countries varies, and the wage differential determination factors 
which respond to them are different in the various countries. (Note 3) 


Compared to the research on industrial wage structures, there is less compara- 
tive analysis of the structure and function of tue labor market. Initially 
what comes to mind are studies by Shunsaku Nishikawa on unemployment patterns 
in Japan and the United States (Note 4) and Konosuke Odaka's advanced studies 
on the structure of labor transfer. (Note 5) The Japan-England comparisons 

by Hiroshi Hazama are also important. (Note 6) If the author's own work (Note 
7) is included, the total is still minimal. 


When attempting to analyze the differences in internal labor markets, the 
comparison of the wage scale structure is certainly one method, but not the 
only one. Acceptance for employment, promotion, assignment, release, retire- 
ment and the customs of different industries with regard to these questions is 
influenced by the movement and structure of the external markets. Therefore, 
from the viewpoint of international comparison, the effort to evaluate the 
seniority system might well make the external markets the object of analysis. 

In the following I would like to examine Japan's external labor market structure 
based on two or three actual examples. 


2. Potential and Actual Unemployment 


Following the first oil crisis, which erupted at the end of 1973, unemployment 
escalated rapidly and many advanced industrialized nations experienced both 
inflation and high unemployment at the same time. Our country, of course, was 
no exception, but the rate of unemployment was so small as not to warrant 
comparison with the other countries. The arguments that raged surrounding 
this phenomenon are still fresh in our memories. (Note 8) 


The three major causes pointed out previously for the unresponsiveness of the 
unemployment rate in affecting economic conditions in our country are: the 
lifetime employment system, the relative labor force, and unemployment policies. 
Following the oil crisis many European countries implemented a variety of em- 
ployment policies, so there is little substance to the tentative argument 
attributing the unresponsiveness of Japan's unemployment rate to the effective- 
ness of the third factor above. What is of interest is that centered on the 
decline in the female labor rate, a rir? in the unempioyment rate was avoided 
in our country. However, this decline in the female labor rate continued only 
until 1975, and it has risen since. Concerning this point, it is explained 








that with the prolongation of the recession, household incomes came under pres- 
sure, causing young and old women to move into the labor market to help with 
the household finances. (Note 9) 


The floating element, which, depending on economic changes (employment oppor- 
tunities and family income), moves between the labor force and the nonlabor 
force, is called the relative work force. The genesis of this is found in a 
U.S. study conducted around 1960. The question is, why is this so conspicuously 
observable in our country? As can be seen clearly in Table 1, in the post oil 
crisis period the United States also had an increase in the number of persons 
who had given up seeking employment (the non labor force, comprising those who 
had given up looking for work since employment appeared unavailable). The 
increase in the number of such persons has a tendency to lower the employment 
rate, but in the U.S. labor force at that time no conspicuous change in the 
employment rate was observable. This indicates that there was another factor 
in existence at the time to offset the reduction in the employment rate. 


The discouraged employment seekers are called "hidden unemployment," and they 
can be considered as constituting latent unemployment among the non labor force 
population. The interesting point is that this type of latent unemployment has 
a much higher weight factor in Japan than in the United States. In Table l, 
along with the data on unemployment is included the proportion of employment 
seekers among the non labor force, with a further breakdown showing the propor- 
tion of discouraged employment seekers in Japan and the United States. 


No matter which of the comparative rates is taken, we notice that the rates for 
Japan are greater. Conversely, the unemployment rate in the United States is 
higher. The unemployed cited here can be said to be a measure of the size of 
che unemployment rate. So, in a country such as ours, where the latent unen- 
ployment rate is high, the actual unemployment rate is low, and the opposite 
may be true in the United States. 


From the foregoing we can see the differences in the behavior of the labor force 
in Japan and the United States in the long term labor force structure, beyond 
short term and cyclical changes. Just what are the factors that give rise to 
these differences? 


(1) No doubt the difference in employment structure has some relevance. In an 
economy in which a high weight factor is given to small industries, there are 
many opportunities for employment for part timers, spouses helping in a family 
business, and homemakers who also work at a cottage industry type job. Ina 
recession, when nearby employment opportunities decrease, these people return 
to full-time homemaking while at the same time maintaining a desire to hold a 
job. To them, the convenience of work nearby takes top priority, so a job 
available far from home is cf now use. Therefore, the area of job search is 
limited in phvsical terms, and once a job is lost, they are quick to reach the 
conclusion that it is useless to search. 


(2) Second is the difference in employment practices. The United States has a 
layoff system whereby an individual, even if he is the head of a houszhold, 
wiil be laid off during a recession if his length of service is short [sic]. 
Figure 1 provides a comparison be.ween Japan and the United States in the rate 








of increase by age of male/female unemployed (1975 unemployment against base 
year of 1973). The increase ia the age group peak differs according to the 
country. In the United States it is 35-44 years, and in Japan it is 55-64 
years. The reason Japan's peak is off to the right is because the over 50 age 
group includes mandatory retirees, and in recessionary times they are the most 
likely to become unemployed. I would like to call to your attention the fact 
that the U.S. line is positioned much higher than that of Japan. The 25-54 age 
group carries the major burden of srpporting a family and the fact that this 
age group in America has such a high unemployment level means that the impact 
on a tual family incomes is that much greater. 


The latent unemployed who aspire to get a job although they remain within the 
ranks of the non labor force population represents a type of unemployment which 
exists only when there is a margin of flexibility in livelihood. In a country 
such as the United States, where even the main source of family livelihood is 
subject to being fired, the behavior of the housewife is also different. She 
cannot afford the luxury of a passive search for employment. Her actions are 
aimed at actively seeking a job and therefore becoming part of the labor force. 
In contrast, in a lifetime employment situation (albeit this is not true 100 
percent at all times, and such a lifetime employment system exists only in the 
theory of economists) where employment adjustments are made in gradual stages, 
the firing of a head of household is rare in comparison to the United States. 
Also, the movement of the housewife into the labor force is slower and there 

is the luxury of not having to rush to find a job. Therefore, the ratio of 
people who desire jobs but are in the non labor force population is higher. 


(3) Third is the societal difference. Figure 2, which depicts the Japan/U.S. 
rate of unemployment by male/female and by age, shows a great difference between 
the two countries in the rate of unemployment of young females. There is a 
difference in the rate among males, but it is not as great. I believe that 
herein lies a question of the value judgments made by people with respect to 
unemployment. In our country there is probably a stronger feeling that young 
females before marriage are better off taking lessons than being unemployed 

over an estended period of time. In addition, economic conditions exist that 
permit them to follow this line of thinking. Under a seniority based pay systen, 
one’s wages rise in proportion to the increases in family, age, and living ex- 
penses required up until the time of retirement, so it is relatively easy to 
provide one's daughter with cultural education during the relatively few years 
before her marriage. Although it is a theory incorporating many indeterminates, 
this is a factor that can be included. 


As stated before, this relative labor force residing in the non labor force 
population, while called latent unemployment, includes fortunate or perhaps 
extravagant people. They are people who chose that state on their own volition, 
so it would not be improper to call them voluntarily unemployed. 


However, I wish to call the reader's attention to the following: First, there 
is the assumption, with respect to the question of their having given up job 
seeking, that they probably would not be able to fiad employment nearby which 
would allow them to also be homemakers even if they were to settle for lower 
wages. Second, there is the certainty that their utility value is lower than 
when they were employed. Third, the causes that brought about these results 








are external factors such as the stagnation of the level of economic activity. 
These people must then be categorized separately from the voluntarily unemployed 
who have given up good paying jobs despite their being available and have chosen 
to remain in the non labor force. 


3. The Class Nature of the Labor Market 


Class nature is a term often used to describe the special characteristics of 
Japan's labor market. It is said that intra industry moves are very active 

among small industries, but very limited among the large industries. Also, 

while it is easy to move from a large industry to a small one, the reverse is 
very difficult. Shojiro Ujihara has said the following regarding this asymmetri- 
cal nature of moves within industry. "There is no free movement of labor in the 
large factory labor market.... As for the relationship between the two labor 
markets, the flow of labor from large to samll factories is greater than from 
small to large factories, so in a sense it is not balanced and can be said to 

be class oriented in nature.” (Note 10) 


Ujihara’s claims are based on live research conducted in the beginning of the 
1960's in the Keihin industrial corridor. Since then our country has experienced 
high growth, and structural changes must have been made in our economy, so there 
may be some readers who would believe that the foregoing situation is a thing 

of the past. Actually, the large industries, during the heyday of nigh growth, 
resorted to midcareer hiring. According to the Labor Ministry's “Research on 
Trends in Employment,” with the exception of the construction industry, of all 
male employees in all industries surveyed, the average number of trarsfers among 
all new employees for the 1970-1973 period was 57.6 percent for industries 
employing more than 1,000 persons, and 75.3 percent for industries employing 
30-99 persons, showing that even the large industries actually included mid- 
career hiring. 


That being the case, can it be said that the labor market's characteristics as 
indicated by Ujihara have lost their meaning! Table 2 shows the rate of intra 
industry transfers of nonagrarian laborers during the period 1962-1979. Data 
from 1959 on intra industry moves can be used, but the breakdowns vary slightly 
from those of the other years, so they are not included. The rate of moves from 
the i to j scale is the ratio of M,, divided by L, [symbol i and j and M and L 
ij i 
not explained in text]. 


(1) Whatever age group is selected, the intra industry movement rate among 
big industries is lower than it is among small industries. Taking the movement 
rate above the diagonally stepped line for say 1979 and comparing, wi find that 
in industries employing over 1,000 persons it is 0.42 percent, which is lower 
than for the 1-29 person scale industry (which is 2.63 percent). 


(2) All of the movement rates fell in the post oil crisis recesison period. 
The drop in the movement rate toward larger industries was greater than the 
reduction in moves toward smaller industries. Particularly great was the re- 
duction in movement rate to industries employing over 1,000 persous. 
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(3) The fact that the movement rate from smaller to larger industries was 
smaller than the opposite rate of movement from larger to smaller industries 
cannot be seen as a general trend within the scope of Table 2. In 1979, for 
instance, the ratio of persons in the 1-29 person scale industries moving to 
industries of 1,000 person scale or larger was not more than 0.21 percent, and 
the reverse flow from the 1,000 person down to the 1-29 person scale industry 
was less than 0.91 percent. However, in 1962 and 1965 the opposite phenomenon 
can be observed, with more people moving from smaller industries to the larger 
industries. A similar pattern can be seen in the relationship between 1,000 
person scale industries and 30-99 person scale industries. The reason the up- 
ward movement rate is smaller than the downward movement in these cases is that 
these were the two recession periods. In all other periods the upward movement 
rate is greater. 


This third fact is incompatible with what Ujihara pointed out when he said that 
the movement from larger to smaller industries was greater than the movement 
from smaller to larger industries. Also, in analyzing movement, it is possible 
that the results may differ when viewing it from the standpoint of numbers of 
persons as against the rate of movement. However, movement figures tend to rise 
in proportion to the size of the industry from which the person is moving, so it 
would be more appropriate to standardize on the basis of numbers of employees 

to evaluate movement rates. The arguments presented above are based on compara- 
tive movement rates of two special categories, so the results may also be 
affected by the selection of the scale of industry. Now, let us take into 
consideration all of the upward movement figures as well as the downward movement 
figures. The results are as shown in Table 3. The upward movement figures 
herein are the sum total of all the movement shown in the portion above the 
diagonally stepped line in Table 2, and the downward figures are for all of the 
figures below the diagonal line. These figures divided by the total employees 
of the respective sectors from which they move are the movement rates shown in 
Table 3. According to the scale breakdowns we are currently using (Note 11), 
the figures since 1968, both in terms of rate and actual figures, agree with 
Ujihara’s statements but show a different behavior than his contentions for 

the first 2 years. 


When considering these points, there is some question regarding the use of 

te, minology such as “class nature," as Ujihara has done, in explaining the 
difference in the movement from big to small industries compared to small to 
big industries. This is not a general trend that is observable in any given 
year. However, there is no doubt that the movement from smaller to larger 
industries is definitely less than the movement back and forth within the same 
scale of industry, so in this sense it cannot be denied that upward movement 
into the big industries does have some restrictions. If the point is to be 


argued on a “class nature” basis, this point would be the entire argument. 


Whether this class nature or characteristic that can be seen in the labor 
movement between different scales of industry is a peculiarity of the Japanese 
labor market cannot be determined due to the lack of usable data with which to 
make comparisons with other countries. In the United States, there has been a 
growing belief that from the domestic labor market viewpoint there is a need 

for immobility in the labor market. (Note 12) This has reached the point where 








competitive models have been developed to show the stability of labor market. 
However, we can assume that our country’s labor market is probably much more 
class oriented. There are two or three bits of evidence pointing toward this. 


First, there is a Japan/U.S. difference with respect to wage scale in similar 
scale industries. Using the industrial census’ 1,000 employees or larger 
average per capita wage as base 100, a computation of 10-19 employee enterprises 
salary scale is 53 percent for Japan (1978) and 72 percent for the United States 
(1972). The fact that salaries are quite standardized means that within the 
same scale industries, labor movement is fairly fluid. 


The second indirect bit of evidence is in a comparative analysis of Japan/U.S./ 
England labor fluidity. (Note 13) According to this, our country's movement 
rate is low and our redistribution effectiveness is weak as well as our response 
to loss of employment action pay inequalities. Our redistribution effectiveness 
is weak because the industries which a great number of workers entered also had 
@ great many leave, so, for the amount of movement that occurred, the net result 
was not much of a change in assets distribution. Conversely, as seen in Table 
2, the movement upward to big industries in our country is generally very 
difficult, and movement among the small industries is very high. If we keep 
this fact in mind, the state of the weak redistribution effectiveness becomes 
clearer. The expected upgrading of labor conditions cannot be seen in movements 
occurring solely within small industries, so along with a great influx into the 
market there is a coincident exodus as well. If labor conditions cannot be 
expected to get better, movement as a whole becomes dull and the response toward 
wage discrepancies necessarily becomes slow. So to seek remedies to all of 
these basic causes in the lifetime employment system controlled by big industries 
becomes a thesis that is not difficult to accept. 


4. Conclusion 


I have tried to find the origins of the large numbers of unemployed within the 
non labor force population and the class nature of the labor market as seen in 
the movement of labor in the differences in employment structure and practices. 
When the reason lies in the difference in employment structure, with the passage 
of time and with the reduction in employees and fmaily employees, this will 
eliminate itself. However, even in such cases there is still a portion remaining 
that can be attributed to differences in employment practices. This is because 
the system tries to maintain the situation even though the circumstances which 
necessitated it in the first place are no longer present. 


The foregoing argument, however, can clearly have only a limited validity in 
that it is armed at examining the peculiarities of the Japanese labor market. 
The reason is that such comparisoas as are made are only made with the United 
States. As pointed out at the outset, when considering the conditions necessary 
for comparative analysis. our present position is that we are only at the thres- 
hold of the tremendous work needed to be done in the future. With respect to 
this type of study, we are constantly faced with the limitations of the avail- 
ability of usable data, so even if we wanted to render immediate answers it would 
be impossible to do so. Like many historical studies, the only approach is to 
continue methodical work and add to our knowledge and from such a stockpile to 
determine the most valid pieces of information. 
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D- 9A PS — 0.45 0.57 
100 ~ 209A] 1.81 — 3S > 46 0.66 
KO ~ WA! 1.40 0.80 mS) 0.73 
1,000A.~ 0.79 0.51 0.43 oT 
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1~ BA 0.54 0.34 0.49 
3 ~ BA Tt: 0.73 0.45 0.73 
100 ~ 290A] 1.76 - 7 0.72 
KO ~ W9A] 1.55 0.94 0. 
1,Q00A ~ 1* 0.67 oa? CSET 

1977 

1— A 0.% 0.34 0.21 0.26 
3 ~ WA ; 7 0.31 0.29 
100 ~ 209A | 1.59 = |. >.30 0.33 
300 ~ OA] 1.31 0.64 = Ts. 0. 
1,000A ~ 0.74 0.46 0.29 5. ey 

0.19 0.21 
0.22 0.35 
0. 0.26 
we 2.43 
1, ta 
(m2) |. eres emeeeeme, 1-2 6. 
(6) 2- SRRMOEME Het tr. 
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1. Table 3. Upward and Downward fa 8 (2) FF *% 8 3) 
Movement of Nonagrarian Workers — * ape & BS) DAL SOs sos 
(4) omme |(6 reme (9) (10) 
2. Upward movement _ YFA (*A) (%o)4 BY 4A) (FA) (6) 
1962 14.466 23 
3. Downward movement is 6. * * i.e 4 ee 
' 17,174 
4. Year 2 22 2 1.80} 19.130 3 en} 
1 1.92; 19.92 . 
5. 1-999 esp loyees (thousands 1977 75.427 Pa: 1.16 aap — 4 
of pe ) 1979 26.980 321 1.19) 21.052 re) 2.19] 
(a9) |. emmeanee zz 8. 
6. Number moved (thousands of (11) 2. auedassaacatec” * 


persons) 
7. Movement rate (7) 
8. Over 30 employees (thousands of persons) 
9. Number moved (thousands of persons) 
10. Movement rate (2) 


ll. Note: 1. From “Basic Investigation of Employment Structure" of 
Statistical Bureau, Prime Minister's Office 


2. Breakdown of scale is same as for Table 2. 


Trade Friction and Employment Adjustment 
Tcityo ESP in Japanese May 83 pp 25-31 
[Article by Yoshie Yonezawa: "Trade Friction and Employment Adjustment" j 


[Text] Since the latter of the 1970's, the export practices of Japan and of 
the new industrial countries (NIC's) have come under criticism from the advanced 
nations of Europe and America and for a variety of reasons. The so-called trade 
friction between Japan and the United States in the past 2 to 3 years is a 
classic example of that problem. In this millieau there has been a steady move- 
ment toward trade protectionism among the various European countries and the 
United States. And in our country, certain sectors of industry which have ex- 
perienced a weakening of their competitive advantage have also begun moving 
toward protectionisn. 


The strong indications of movement toward trade protectionism in such import 
competing industry are a result of demands for such movement from management, 

of course, but also from the side of labor. The reason such demands are 
getting stronger is because the expectation that the cost of adjustment (ad- 
justed cost) will outweigh the benefits to be derived from laborers moving to 
other jobs or for industries to change from those that have limitations in the 
import-competing industry has been dominant in the economies of the advanced 
nations since the 1970's. However, this is not limited to European and American 
advanced nations. It is a move that generally comes to the fore as the economic 
situation becomes more stagnant. The managers and laborers in import competitive 
industries who cannot squeeze out adjustment costs rapidly in the face of 
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sudden increases in imports are forced into bankruptcy and unemployment. It is 
an obvious and so-called rational approach to seek a remedy for this by appeal- 
ing to the government for policy oriented relief measures. 


However, when the mandate of government policy levels is to serve the interests 
of the entire economy of the country as a whole, it is questionable whether 
they should heed such appeals and officially institute a variety of import re- 
strictions at random. In other words, such steps have to be weighed as to 
whether they are in the best interest of the entire nation's economy. Also, it 
is desirable that the government policy levels first of all exert every effort 
to try to determine whether the affected industries and persons have legitimate 
demands. 


Keeping these problems in mind, in this paper the various economic factors that 
created the various employment changes in our nation's industries are analyzed, 
and the results are compared with similar results in the United States. Through 
this sort of mechanism it is shown that the main cause of employment adjustments 
(changes) in import competitive industries is actually not increased in imports, 
but mostly increased productivity. This conclusion then indicates that we cannot 
unconditionally accept the statement, widely believed to be true, that the reason 
for the drop in employment in the industries that have lost their competitive 
advantage lies in increased imports. In the first example the result of an 
analysis carried out in the United States is introduced, preceded by an explana- 
tion of the analysis methodology used, which we followed in this paper as well. 
In the second example, we introduce and analyze the Japanese experience and we 
undertake several factfinding efforts. Finally, in the third example, we explain 
some of the problems relative to interpretation of the factfinding results ob- 
tained by the sort of analysis undertaken in this paper. 


l. Trade and Employment Changes in the United States 


Frank, Junior, (Note 1) is probably the first to attempt to analyze numerically 
and point out the origins of changes in trade and employment through such a 
simple analytical method as is used in this paper. He determined that employ- 
ment change was caused by changes in four basic factors: internal demand, ex- 
ports, imports and labor productivity (hereinafter referred to as productivity). 
This determination was derived from the constant relationship of supply and 
demand as follows: 


Q=D+xX -M (1) 


In this, Q, D, X, M represent, respectively, annual production, domestic demand, 
exports and imports. 


However, if we make the average productivity (P) and the number of employees E, 
then P = Z/E. (2) 


Now, if we take 2 given years and make the average annual change rate between 
them ro. the annual domestic average demand change rate r,, the annual average 
export “change rate r_, the annual average import change rate ‘. and the annual 
average productivity change rate r_, then from (1) and (2) we det the following 
constant relationship: P 
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.* r ,(D/Q) + r (X/Q) - r(M/Q) - T, (3) 


D/Q, W/Q, and M/Q all depict the shares of domestic demand, exports and imports 
relative to domestic production of a base year. (3) reveals in an after the 


fact way that employment change r_ can be broken down into domestic demand change 


r,(D/Q), export demand change r (X/Q), import demand change r(M/Q) and produc- 
efvity change r,° 


Krueger (Note 5) also utilizes the constant relationship of (1), but unlike the 
pattern of (3), he places weight cn employment change measurements resulting 
from changes in productivity and he combines domestic demand and exports as a 
single figure denoting demand. However, the essence of his system can be con- 
sidered very nearly the same as that of Frank, Junior. As will be discussed 
next in this paper, the method of Frank, Junior, is the one the mechanism used, 
as we find that (3) is the better formula.* 


Now, although neither Frank, Junior, nor Kreuger used them, I want to use 
certain indices in this paper. They are what might be called "export pressure” 
and “import pressure™ indicators. In other words, export pressure is measured 
as r(X/Q)/ r,(D/Q), and import pressure is measured as r (M/Q)/r_. The use of 
export pressufe is an attempt to compare the extent of the effect¥veness of 
employment increase with exports and domestic demand. When this value becomes 
greater, the role of exports in increasing domestic employment increases. 
Conversely, as import pressure increases, the pressure for a decrease in employ- 
ment due to imports incveases more rapidly than the decrease in employment due 
to increases in productivity. 


In Table 1, Frank, Junior, shows an analysis of factors responsible for employ- 
ment changes for the years 1963-1971 with respect to import competitive indus- 
tries in the manufacturing sector in the United States. The results of this 
analysis of U.S. experience indicate that in this period the employment decrease 
due to rising productivity was much greater generally than that caused by rising 
imports. Of course, for example, the employment decrease due to higher imports 
was especially large in such industries as paper products, primary metal pro- 
ducts and electrical appliances. 


Table 2 depicts the result of Kreuger's analyses. The results of this table 
also indicate that in all industry sectors excluding leather products, on the 
effect on employment of productivity increases was much greater than the effect 
of imports. By this sort of factfinding conclusion we can say that it is 
generally the same as the study conducted by Frank, Junior, referred to earlier. 


2. Analysis of Japan's Experience 


In this section we will consider the extent of the effect that fluctuations of 
imports and exports have had on various industries by analyzing the experience 
of our country. In Japan's case, when we think of this type of problem, the 
first point that comes to mind is whether export-oriented industries were more 
heavily dependent on exports than on domestic demand at the time employment 
flatness or increase occurred. In European countries and the United States, 
it appears that the conviction is held that in the Japanese economy and indus- 
try, “export drive” is a characteristic. This issue can be said to have some 





*The Economic Planning Agency (Note 3) (pp 295, 297, 523) has analyzed the U.S. 
experience (1970-1980) using the same method as Kreuger. An example of West 
German studies is found in Wolter (Note 8), which uses the same analysis method 
as Kreuger, and the Shatz-Wolter study (Note 7), which uses the Frank, Junior, 
analysis method. 13 





relevance to understanding the problem. The next thing that should be considered 
is the same as that which was introduced in the previous section regarding U.S. 
studies; it relates to the extent of the effect of imports and productivity on 
reducing employment. At some time in the future there is no question that our 
country will also become less competitive with regard to foreign competition, 
and industries will be plagued with sudden increases in imports. This is a 
factor that is amply anticipated even without studying the results of the 
European and American experiences. For this reason, also, there is a need to 
have a clear understanding of the effect that imports have on employment. 


Table 3 depicts the trends of export and import dependence of various industries 
for the years 1965, 1970 and 1975 based on data from the related industries. 
The industries which showed more than 10 percent dependence on exports through- 
out this period were: primary metal products, electrical machinery, transport 
equipment (mainly shipping during this period), precision equipment, textiles 
and other woven goods, leather and leather products, rubber goods, and synthetic 
fiber materials. The dependence on exports of general machinery and synthetic 
fibers passed the 10 percent mark after entering the 1970's. On the other hand, 
the industries dependent on imports by more than 10 percent or which steadily 
increased their dependence on imports throughout this period generally included 
all primary products industries as well as other areas such as petroleum pro- 
ducts, nonferrous primary metal products, precision machinery, dairy products, 
fisheries products, natural fiber materials, clothing personal products, wood 
products, and leather and leather products. 


Thus, industries associated with heavy chemical industries had a high dependence 
on exports, and industries related to natural raw materials and food were shown 
to have a high dependence on imports. This result, when considered in the light 
of our country’s essential conditions and comparative cost structure, can be 
said to have been naturally expected. Textiles and leather were previously high 
in export dependence, but in recent years import dependnece has steadily risen 
in these industries. These revelations of facts illustrate that the increase in 
imports, mainly from developing countries, of commodities in these sectors, 
despite various efforts that may be instituted to ameliorate or restrict these 
trends, probably will not stop because they reflect the difference in compara- 
tive production cost structures. On the other hand, both import and export 
dependence has increased in the case of precision machinery. This is a division 
of activities pattern often seen among advanced countries and suggests perhaps 
that this sector exhibits the existence of equilibrium in the division of 
activities. 


Now, let us see if we can say to what extent exports affected employment in- 
crease in export oriented industries. Tables 4 and 5 are examples of evalua- 
tion data when making this sort of judgment. Table 4 shows the results of 
analysis factors in employment changes in the late 1960's (1965-1970). Table 
5 shows the same for the early 1970's (1970-1975). These results were obtained 
by applying to Japan the analysis methods used by Frank, Junior, introduced in 
the previous section. 


Now let us first consider the question of export pressure on the industry of 
our country. By comparing export pressure on the export oriented industries 
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of the so-called golden era, the late 1960's, to the worst postwar recessionary 
period, the early 1970's, we cannot completely erase the impression that per- 
haps export increases were responsible for holding back the downward slide of 
employment. This pattern of movement was strongly shown in primary products-- 
the iron and steel, electrical machinery, and export machinery industries. If 
we look at the “export pressure" value changes in each of these industries, we 
see the following in primary products: iron and steel .15%3- 1.5 (this minus 
indicates that from 1970 to 1975 in conjunction with the decrease in domestic 
demand there was an average annual decrease in employment of 1.2 percent, but 
with increases in exports there was a 1.8 percent increase in employment) ; 
electrical machinery 0.12 1.00; and transport machinery 0.20- 1.63. However, 
it cannot be overlooked that the weight for employment increase in the exprot 
oriented industries was more in the area of domestic demand than in that of 
export increase. This means that in such countries as Japan and the United 
States, where the domestic economy is on a large scale, the general dependence 
on imports and exports decreases, so it is something that can naturally be 
anticipated. It is also something that should be reaffirmed by analyses such 
as this paper. 


Next, let us look at the factors relevant to reduction in employment. If we 
examine the results of the analysis of experiences in Tables 4 and 5, we find 
that generally in import competitive industries, employment reduction was 
affected more by productivity increases than by import increases. This trend 
was the same here as it was in the United States. However, since the late 
1970's the “import pressure” index has risen, and in the recession period this 
analysis shows that import pressures were strengthened with respect to employ- 
ment. 


3. The Meaning of the Results of Factfinding 


The facts given in the previous paragraph were the result of an analysis of 
Japan's experience in comparison with an analysis of U.S. experience. The mean- 
ing of the results obtained through this sort of factfinding effort must be 
considered very seriously. That is, the analysis method employed in this paper 
has built-in internal pressure type limits. For instance, in terms of the trade 
friction problem, can we say that the factfinding result--i.e. that the effect 
of the productivity increase of domestic industries on reducing employment was 
greater than the effect of increased imports--can be taken as an objective fact 
at face value? Well, if we consider that the improvement in productivity in 
industries highly dependent on imports developed in order to counter import 
competition, the interpretation of the foregoing factfinding results becomes 
meaningless. But the simple methods employed in this paper cannot measure this 
sort of indirect result. 


What will the truth be like? Figures 1 and 2 were designed to check this sort 
of question. The horizontal axis gives the annual import dependence level, the 
vertical axis is the rate of employment decline coincident to an increase in 
productivity in the target period. Individual industries were plotted to create 
this graph. As can be understood from a look at these graphs, imports and 
productivity are generally independent of each other. This way of thinking as 
stated above is not positively supported by the experience with respect to the 
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casual effects of each. This indicates that having more innovations and tech- 
nological breakthroughs in an industry which is in a competitive mode does not 
indicate more activity. 


Therefore, the value'of this type of factfinding appears to warrant continua- 
tion and should be one of the materials utilized to arrive at an objective 
: evaluation of the question of the influence of trade on employment. 


With respect to the experience of American industry during the years 1970-1980 
(iron and steel, textiles, automobiles--the eight industries which are the 
focal point of U.S.-Japan trade friction), the analysis conducted concerning 
the relationship between trade and employment resulted in generally the same 
conclusions. 


The only thing is that all of the studies mentioned up to now, including this 
Economic Planning Agency example, are analyses concerned with a specific period 
of time. They therefore provide insufficient data on which to base a general 
conclusion concerning how employment adjustments and the relationship of enm- 
ployment to trade will affect changes in the economy as a whole. Also, they 
do not provide a sufficient data base to consider the problem of how import 

and export pressures change. Therefore, it is difficult to claim that the 
meaning of the factfinding results or the interpretations are necessarily sub- 
stantive. 


So, finally, let us consider what would be necessary to make the factfinding 
results obtained by this method carry more convincing weight. One way probably 
would be to restrict the time period from the 10-year span such as used in the 
Economic Planning Agency model to one more responsive to specific changes in 
the economy in general. Because of the restrictions imposed in obtaining cri- 
teria matching data, it would be difficult to be too arbitrary, but nevertheless 
a 5-year span is believed suitable. Second, an even more important point would 
be to get even more detailed breakdowns of industry classifications, and 
furthermore, to obtain data that is matching in criteria, to allow comparisons 
between different industry classifications from which to make analyses. Gen- 
erally, as the breakdowns become more finite there is no corresponding loss in 
comparability of data, but through this sort of examination it would probably 
be possible to get more objective figures on the relationship of trade and 


employment . 


(This paper was written on the basis of “Trade Friction and Employment Adjust- 
ment: An Empirical Study" submitted at the Rokko Conference (13-15 July 1982). 
On that occasion beneficial comments were received from Keio University Pro- 
fessors Michihiro Oyama and Toshiaki Nakazawa. I should like to express my 
gratitude to them at this time.) 
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Key continued: 


(Note) 1. Administrative Management Agency "1965-1970-1975 Industrial 
Interrelationships Chart,” 1980. 


2. Export dependence = Zxport Amount/Domestic Production X 100 (2) 
Import dependence = Import Amount/Domestic demand X 100 (7%) 
All items are at 1975 values. 


3. Industrial breakdowns based on Ministry of International Trade 
and Industry “Problems and Overview of Industrial Structure in 
the 1980's,” (International Trade and Industry Research Council, 


1981) pp 317-315. 
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Analysis of Factors in 
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Employment (Unit: 
Emp loyment 
Metals 


Primary Products of Nonferrous 
Metal Products 


Agriculture, Forestry and 
Fisheries Industry 


Agriculture 


Forestry 
Pig Iron-Unrefined Copper 


Other Chemical Products 
Primary Products of Steel 


Petroleum Products 


Coal Products 


Other Mining Industries 
Basic Chemical Products 
Ceramics Clay 


Basic Materials Industry 


Coal 


Crude 0il-Natural Gas 


Nonferrous Metals 


Domestic Demand 
Exports 


Productivity 
Fisheries 
Iron Ore 


Net Trade 


Imports 


Slaughterhouses-Meat-Dairy Products 


Sea f ood 


Textile, Other Fiber Products 


Clothing, Personal Belongings 


Furniture 


Livelihood Related Industries 
Synthetic Fiber Weaving 
Leather-Leather Products 
Synthetic Fiber Raw Materials 
Other Manufacturing Industries 


Natural Fiber Weaving 
Rubber Products 


Other Food Products 
Drinks 
Printing-Publishing 


Tobacco 


Key continued: 
Milling-Flour 
Pulp-Paper 
Table 5. 
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Other Manufacturing Industries 
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Productivity (1965-70) 
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previous Tables 3 and 4. 
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U.S.-Japan Population, Wzge Changes 
[Article by Nachiro Ogawa: “"U.S.-Japan--Comparison of Population and Wages") 
Tokyo ESP in Japanese May 8? pp 36-42 
[Text] 1. Preface 


The impact that population aging has on the economy and social security is one 
of the major policy problems recently confronting advanced industrial countries. 
If we look at the proportion of people over 65 in the total population, we see 
that in 1970 Sweden had the highest with 16.9 percent, followed by England with 
15.0 percent, Switzerland with 13.7 percent, and West Germany with 12.6 percent. 
(Note 1) If we look at the United States, which has close economic and politi- 
cal ties with our country, we see that the proportion is 11.0 percent, for our 
country it is 9.1 percent. However, the projections for the year 2000 are that 
these figures will be 13.1 percent for the United States and 16.3 percent for 
our country. (Note 2) 


The main reason for this difference in population aging between Japan and the 
United States lies primarily in the difference between the lower birth patterns 
in our countries. In the case of the United States, the population has been 
affected greatly by such events as the great depression which lowered the birth 
rate, the post-1947 baby boom which lasted for 17 years, and the 1970's baby bust. 
On the other hand, in Japan the birth rate, which had been experiencing 4 long- 
term decline from before World War II, suddenly took a sharp upward turn vith 

the postwar baby boom. However, in comparison to the U.S. baby boom, Japan's 
baby boom only lasted 3 years, from 1947-1949. Furthermore, fc! owing that, 
Japan's birth rate dropped roughly 50 percent in 10 years. Until the first oil 
shock, between the late 1950's and 1973, the birth rate changed with the shifting 
of population, but from then up to the present it has gradually continued to fall. 
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This difference in population change between Japan and the United Staces will 
certainly impact in different ways on the economy and society of our two 
countries in the future. (Note 3) In this paper, I shall attempt to analyze 
the impact that popiiation changes in our two countries will have on the age- 
wage profile and, with these results, come up with an age-wage profile change 
based on the anticipated future population. 


2. Comparison of the Population Change Pattern With That of the United States 


For the main part, we will emphasize the special characteristics of U.S. popula- 
tion changes rather than those of population changes in our country. The 1982 
estimated population of the United States was 232 million, or roughly 1.95 times 
that of our country. It is the fourth largest population in the world after 
China, India and the USSR. The fact that in 1700 there was only a population of 
20,000 in the United States and now it is this large is attributable to high 
birth rate and a low infant mortality rate, which translates to a low overall 
death rate, coupled with large-scale immigration from other countries. However, 
the extent that these population factors contributed to population increases in 
the various time periods varies greatly. (Note 4) This paper will concern 
itself with the great impact on population structure changes since World War II 
caused by the changing birth rate. Figure 1 shows the total fertility rate 
(hereinafter called TFR) changes from 1917 to 1981. In 1917 the TFR was 3.3, 
but it showed a diminishing trend after that. In 1936, during the great depres- 
sion, the TFR was 2.1 and this represented the bottom. In subsequent years the 
birth rate gradually increased, and by 1947 the TFR had reached 3.2, and it was 
still higher in 1957 at 3.7. This represented the highest birth rate in the 
United States during the 20th century. This high birth rate is referred to as 

a “baby boom," and in the United States it lasted for 17 years, from 1947 to 1964. 
(Note 5) 


Following the very long "baby boom" phenomenon, the birth rate again dropped 
drastically, to a level even lower than during the era of the great depression. 
Thus, in 1976 it was 1.8, the lowest birth rate in U.S. history. This lower 
birth rate which extended over a long period through the late 1970's is referred 
to as the “baby bust." (Note 6) 


Compared to these extended periods of "baby boom" and "baby bust," if we analyze 
our country's birth rate, as shown in Table 1, our baby boom period was a short 
3-year period starting in 1947. The TFR between 1947 and 1955 dropped almost 

50 percent. In our country theperiod corresponding to the "baby bust” in the 
United States was comparatively long. In the years from the late 1950's to the 
first oil shock in 1973, we see a relatively steady low birth rate period, and 
subsequently a further drop in the birth rate is becoming apparent. 


Next, let us examine the changes in the population structure of Japan and of the 
United States between 1950 and the year 2000. As summarized in Table 2, the 
population in 1950, as represented by the median age group, was older in the 
United States than in Japan. But in 1975, the median age was higher in Japan. 


The sudden decreae2 in births in Japan clearly brought about this result. Further- 


more, compared to Japan's population, between 2000 and 2025 the aging of the U.S. 
population will definitely be slower. This difference stems mainly from the 
changes in birth rate pattern, particularly the "baby boom" periods in the two 
countries having been as divergent as they were. 
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Thic completes the analysis of long-term population changes in the United 

States and Japan in the past, present and future; in the next section let us add 
to our considerations the impact of these population changes on the labor market 
and through it on wages. 


3. The Trend of Relative Wages 


First, I would like to use data obtained from the P-60 series of “Current Popu- 
lation Reports" published annually by the Bureau of the Census of the U.S. De- 
partment of Commerce, and examine the changes in relative wages in the United 
>*ates. What must be noted here is that median income is used rather than 
average income. The latter includes equity gained from investments. However, 
the analysis of this paper focuses on the 20-25 and 35-44 age groups, and since 
it cannot be considered that these age groups would have significant investments 
affecting their overall earnings, the income can probably be considered as being 
very close to actual earnings. Furthermore, this paper is focusing on the rela- 
tive values between the age groups as its analysis target, so if the age groups 
being compared have equal amounts of income other than wages, it can be said that 
this determination is a reasonable one. 


Figure 2 provides a comparison of the median income of 20-24 year old males work- 
ing full time with that of other specially selected age groups during 1955-1979. 
In 1955, compared with the 20-24 year olds, the 25-34 year olds’ median income 
ratio was 1.31, and that of 55-64 year olds was 1.20. This pattern for 1979 

rose to 1.46 and 1.75, respectively; compared with the 20-24 year olds, the 
relative wages of the older age groups rose conspicuously. When looking at these 
two age groups [25-34 year and 55-64 year olds] with the exception of 1970, with 
the passage of time, the relative wages of older persons was consistently higher 
than those of the younger group. This upward shift is particularly noticeable in 
the 1970-1974 period, and it should be noted that these were the years that the 
"baby boomers" reached the 20-24 year old age bracket. 


Let us compare this conspicuous change in relative wages by age of U.S. workers 
with the case of Japan. The Japanese data is taken from the “Investigation of 
Basic Statistics of Wage Scale" undertaken by the Statistical Information 
Division of the Secretariat of the Ministry of Labor. It consists of the average 
wage (including bonus), includes the service industries and is broken down by 
ages. In Figure 3 I have plotted the changes in relative wages of several 
selected periods between 1965 and 1980 using 20-24 year old males as the base. 
What is eminently clear is that in comparison to the United States, the range 

of fluctuation is much smaller. In the background of this result is the extreme- 
ly short period of Japan's “baby boom," and it must be taken into account that 
when this group reached 20-24 years old, our country’s economy was experiencing 
an extremely high growth rate. 


Furthermore, due to limitations on data gathering between the United States and 
Japan, there may be some discrepancies in the age groupings. However, the ages 
and wage relationships of the United States (1979) and Japan (1975) can be said 
to be very similar. In 1975 in Japan, the wage ratio of the 25-29 age group in 
relation to the 2024 age group was 1.29, to the 30-34 year olds was 1.59, to the 
35-39 year olds was 1.78, to the 40-49 year olds 1.86, and to the over 60 age 
group was 1.23. 
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The factors in the background of age and wages in Japan and the United States 
are known to be widely divergent. Thus, in Japan's case wages rise as a function 
of age, but in the United States there is a performance-based pay system that is 
not affected by age to any great extent. Figure 2 shows clearly this age-wage 
profile in the United States for the period around 1955. But in conjunction 
with the large change in the supply side in the United States, the age-wage re- 
lationship began to change, and while the basic thinking with respect to wages 
may not have changed, the result has been that the characteristic of the U.S. 
age-wage profile has now come very close to that of our country. 


In the above we have analyzed the relative wage changes of full-time workers in 
the United States and Japan. Now, if we analyze the U.S. situation including 
figures for part-time workers, we derive some very interesting results. Figure 
4 plots the relative wage changes for male workers in the United States, includ- 
ing part-timers, during the period 1950-1979. If we take into consideration that 
the number of part-time male workers over 20 years of age is generally less in 
Japan than in the United States, then the U.S. age-wage profile can be said to 
almost match that of Japan in the mid-1960's. 


Next, we took several selected year periods during 1955-1979 and in Figure 5 
charted the relative wage changes for full-time female workers in the United 
States. It is clear that there is a great difference compared to the same 
criteria for males as plotted in Figure 2. There was very little differential 
in relative wages between age groups in 1955, but just as in the case of males, 
with the passage of time, using the 20-24 year olds as the base group, the rela- 
tive wage difference with other age groups increased. As the “baby boom" 
generation reached 20-24 years old in the latter part of the 1960's, the 
difference became particularly noticeable. In 1979, if we use the 20-24 year 
olds as the base, the wage ratio of 25-34 year olds and 35-44 year olds was 
1.30, while that of 45-54 year olds was 1.28, and that of 55-64 year olds was 
1.37. 


4. Results of Statistical Analysis 


In the previous section we looked at the relative wage differential of males and 
females by age on the basis of graphs. Here, we will attempt to explain in 
figures the various factors such as population changes which affect the relative 
wages of 35-44 year olds compared with 20-24 year olds. The same data will be 
used as in the previous section. The analysis period focuses on 1956-1981 for 
the United States (1967 data was unobtainable, so it was eliminated) and 196l- 
1980 for Japan. 


In multiple regression analysis the ratio (RELWG) of 35-44 year old average 
income to 22-24 year old average income is used as the subordinate variable. 
The explanatory variable is used to show the impact of the “baby boom" genera- 
tion, and taking the (RELCOH) which is the relative value of the cohort size of 
each age group in each of the years and another explanatory variable which is 
the real GNP growth rate (RGNPR) and represents the labor demand side. These 
explanatory variables theoretically can all be expected to carry negative signs. 
Therefore, as the “baby boom" generation approaches 20-24 years old, the RELCOH 
value decreases and if all other conditions are equal this age group's labor 











potential generally increases and at the same time their wages in comparison 

to the 35-44 year old group generally drops. As a result, the RELWG value in- 
creases. If the other explanatory variable, the real GNP growth rate, rises, 
the general effect on the 35-44 year old group ix small. The wages of the 
younger age groups increase as a result of getting the benefits of this and the 
RELWG values decrease. Here, we will estimate behavioral equations for males 
and females respectively. M and F are used to denote male and female. First, 
let us look at the mathematical results with respect to the United States. 


Males (35-44 years/20-24 years) 
(1) In MRELWG = 


0.5906 - 0.2425 In RELCOH 
(0.02) (0.03) 

- (0.00025 RGNPR) 
D.W. = 0.58; R* = 0.72 


(2) In FRELWG = 
0.2673 - 0.2335 Im RELCOH 
(0.02) (0.033) 
- 0.0049 RGNPR 
(0.0035) 


D.W. = 0.56; R* = 0.71 


If we look at the results of these computations, the explanatory variables all 
carry the theoretically anticipated signs. The RELCOH which denotes the labor 
supply side is statistically advantageous for both males and females, but the 
other explanatory variable, the RGNPR, does not give any evidence of being 
statistically advantageous. 


Next we will look at the mathematical results for Japan. 


Males (35-44 years/20-24 years) 
(3) In MRELWG = 
0.6271 + 0.0258 Im RELCOH 
(0.043) (0.057) 
+ 0.0061 RGNPR 
(0.0033) 


D.W. = 0.97; R* = 0.20 
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Females (35-44 years/20-24 years) 
(4) In FRELWC = 
0.2066 - 0.1254 In RELCOH 
(0.051) (0.069) 
- 0.0105 RGNPR 


(0.004) 


D.W. = 1.80; R* = 0.29 


Based on equations (3) and (4) the following can be stated: with respect to 
males, in Japan's case, in contrast to that of the United States, the effect 
that population structure has on relative wages is completely opposite to what 
would be anticipated and, furthermore, no statistical advantage can be seen. 
The change in the annual growth rate of real GNP has the opposite effect on 
relative wage changes from what would be anticipated theoretically, and the 
statistical advantage can be seen. With respect to females, the population 
changes affect relative wage changes in consonance with theory. Furthermore, 
Statistical advantage is noted, and the annual growth rate of real GNP shows 
the tame results. What should be noted here is that the case of Japanese 
females differs from that of U.S. females in that the annual growth rate of 
real GNP has a very strong effect on relative wage changes. In addition, when 
estimated equations (1) and (2) are compared to (3) and (4), the Japanese case 
has much less explanatory power than the U.S. case. In addition to these 
equations we included other explanatory variables in the form of trend factors, 
as well as changes in the educational structure of the labor force, and under- 
took multiple regression analysis with respect to males and females, but we did 
not find any major differences in results from the above tested equations. 


The present analysis was undertaken using the relative wage change derived from 
the ratio of wages of 20-24 year olds over those of 35-44 year olds as the ex- 
planatory variable, the labor supply side being shown by the effect of the cohort 
size of the “baby boom" and the labor demand side shown by the change in annual 
growth rate of the real GNP. Insofar as the United States was concerned, the 
“baby boom" effect was clearly detected. However, in the case of Japan, because 
of the short period of the “baby boom," the impact it had on relative wages was 
extremely small. In addition, by the time the “baby boom" generation was 
approaching labor force age, our country was in the midst of a high growth period 
in which the labor supply side factor was overwhelmed by pressure from the labor 
demand side. 


In the next section, based on these findings, we will analyze future fluctuations 
of relative wages by artificially injecting future population estimates and 
changes in real GNP growth rates. 


5. Future Movement of Relative Wages in the United States 
Using the movement equations (1) and (2), which were obtained statistically, and 


utilizing the Bureau of the Census of the U.S. Department of Commerce's Series 
II Estimate of Averages of 1982 Population, we will calculate estimates of rela- 
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tive wage changes. The estimate period is from 1982 to the year 2010. This is 
an arbitrary period, but 2010 is the year when the last of the “baby boom" group 
will begin the transition from the 35-44 year old group to the next age group. 
Also, the other explanatory variable, the annual growth rate of real GNP, will 
be assigned an artificial value, but we can make several hypotheses of future 
changes. In this paper we decided that the 3.04 percent annual real GNP growth 
rate in the United States during the 10 years from 1972 to 1981 would continue 
into the future. The results of the estimates by male/female are shown in Table 
3. The scale of cohorts in the 20-24 year old group in comparison to the 35-44 
year old group will gradually decrease in the future, and as a result in the 
years 1982-2000 the relative wages of the younger age group will be continually 
improved. However, after 2001 the second generation of the “baby boom" genera- 
tion will create an echo effect, which will mean a comparatively big cohort size, 
so the 20-24 year old age group will again increase, possible causing a decrease 
in relative wages. 


Furthermore, the higher the annual growth rate of real GNP, the greater the 
improvement in relative wages, with the opposite being true if the real GNP 
annual growth rate is lower. Due to space limitations, I will reserve this 
problem for another occasion. 


6. Conclusion 


This paper has analyzed the impact that changes in relative wage differentials 
resulting from the “baby boom" and “baby bust" differences in the United States 
and Japan had on their respective economies. That result, in the case of the 
United States, where the “baby boom" occurred over a relatively long period of 
time, revealed clearly that the changes in population structure had a great 
effect on relative wages. Conversely, because Japan's "baby boom" was relatively 
brief and because the period when this “baby boom" generation came of labor force 
age coincided with a high growth period in Japan, the effect of population 
structure on relative wages was very small. The changes in relative wages in 
Japan can better be explained through the annual growth rates of real GNP. 


Finally, in conjunction with conducting this research I wish to express my deep 
appreciation to Prof Kenichi Furuya of the Economics Department of Nihon Uni- 
versity and to Assistant Prof Linda Martin of the Economics Department of the 
University of Hawaii for their valuable advice. 
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l. Figure 1. Changes in Total 
Fertility Rate 1917-1981 (39° 
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With regard to Japan's population, “Nihon University Population Studies 
Center, Population Estimate Based on Population Economic Model: Look- 
ing Toward the 2lst Century,” Nihon University Population Research 
Center, was used. 


Ihashi, “Economic Implications of Japan's Aging Population: A Macro- 
economic Demogravhic Modelling Approach,” International Labor Review, 
Vol 121, No 1, January-February 1982, pp 17-33. 


Population Refernece Bureau, "U.S. Population: Where We Are; Where 
We're Going,” Population Bulletin, Vol 37, No 2, July 1982. 


In the peak year of 1957 the birth rate reached 4.3 million. Compared 
to the 1909 to 1945 average annual births of 2.7 million, this is a 

60 percent increase. There are a number of these from a population 
studies standpoint which can be put forward regarding the factors 

that caused this. In this regard you are referred to Ihashi, “Analysis 
of Relative Wages and Population Changes in the United States,” "“In- 
dustrial Ecommic ®=s*arch,” Nihon University Economics Department, 
Industrial Management Research Center, 1982, No 3, pp 222-243. 


The factors given as bringing about this sort of long-range low birth 
rate phenomenon are: (1) the increase in higher education of women, 

(2) the increase in rate of women working, (3) the advancement of 
contraceptive measures, (4) the Supreme Court's recognition of abortions, 
and (5) the increase in the divorce rate. 


Same data as (Note 2) was used. 
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Table 2. Changes in Japan-U.S. 
Age Structures 1950-2025 


United States 
Japan 


(Source) Bureau of the Census 
of the U.S. Depart- 
ment of Commerce, 
"Projections of the 
Population of the 
United States: 1982- 
2050 (Advance Re- 
port),” Current Pop- 
ulation Reports, Ser- 
ies P-25, October 
1982. 


Nihon University 
Population Research 
Center, "Nihon Uni- 
versity Population 
Studies Center, 
Populatton Estimate 


Based on Population Economic Model: 


June 1982. 


l. Table l. 


Comparison of Japan-U.S. Total 


Fertility Rate 1940-1978 
2. Year 


3. United States 


4. Japen 


5. 1947 values 


6. Source: 


Philip M. Hauser, “Population 
Aging and Its Implications in 
the United States: Future 
Directions of Policy,” Paper 
Presented at the International 
Symposium on an Aging Society: 
Strategies for 2lst Century 
Japan, Tokyo. 1982, mimeograph- 
ed. Population Problems Research 
Society, “The Scale of Japan's 
Population Shifts,” Population 
Information, 1980, No l. 
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(2) Bureau of the Census of the US. Departrent of Commerce, Proectons 
of the Popuisnon of the Unaed States : 1962 t 2950 (Advance Record.” 


Current Popyisnon Reports. Sevres P25. October 1982 
SEXPAOCHRH 'ESXPACHAAACHI—AO - O8e Faces’ 
TM O8R—, MFCR, ne L eG Beret enae ee, 


Looking Toward the 2lst Century,” 


Both Japan and U.S. estimates are based on averages. 
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ll. 


continued: 


Average age 
Ratio between population over 65 years old and total population 
Ratio of 15-64 years old population 
Ratio of 0-14 years old population 
Average age 
Ratio betveen population over 65 years old and total population 
Ratio of 15-64 years old population 
Ratio of 0-14 years old population 
s Te 1955~isec8y sRMORF74- 
94 LERED-MROFASOLELRC 
Figure 2. Ratio of Change of Medium SE QSONS I 2 SOCEM 
Incomes of Male Full-Time Workers ir . 
20-24 Age Group Compared With Other 40 


Age Groups During 1955-1979 in the 
United States. 
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l. Figure 3. Ratio of Change of Average oon Jaane 


Wages of Male Full-Time Workers in 
20-24 Age Group Compared With Other 
Age Groups During 1965-1980 in Japan. 
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1. Figure 4. Ratio of Change of Medium 
Incomes of Male Workers (Including Part- 
Timers) in 20-24 Age Group Compared With 
Other Age Groups During 1950-1979 in the 
United States. 
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Figure 5. 


States. 
2. (Multiplier) 
3. (Age) 
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Table 3. Estimate of Changes in 
Relative Wages in the United States 
During 1977-2010 

Year 

Relative Wage Change Pattern 

Male 


Female 


Ratio of Cohorts 











ECONOMIC 


BALANCE OF INTERNATIONAL PAYMENTS THROUCH FEB 83 
Tokyo KEIZAI GEPPO in Japanese Apr 83 pp 18-23 


[Text] The February international payments balance position (expedited 
figures) was $1,281,000,000 (seasonally adjusted), an increase in black ink 
compared to the previous month. This was caused by an improved balance in 
the long-term capital account, resulting in smaller payments, as well as re- 
ceipts exceeding payments in short-term capital and errors and omissions 
account balance, in spite of diminished surplus margin in the current trans- 
action account balance (seasonally adjusted) in comparison to the previous 
month. 


The February trade balance (seasonally adjusted) was in the black at 
$2,114,000,000, approximately the same as in the previous month, although 
exports were lower by 8.1 percent, but imports were even lower, 9.8 percent 
less. The invisible transaction and transfer account balance, however, 
recorded an increase in the red at $1,199,000,000. As a result, the current 
transaction account balance was $915 million (seasonally adjusted) in the 
black, a smaller surplus compared to last month. 


The balance of the long-term capital account was $265 million in the red, a 
smaller figure than previously recorded. This is due to a sharp increase in 
foreign capital inflow centering on the increased foreign bond issues floated 
by Japanese industries, offsetting the effect of an increase in the outflow 
of Japanese capital, chiefly in the form of stock investments and loans. 


The balance of the short-term capital and errors and omissions account was 
a surplus inflow of $613 million. 


The figure of $1,281,000,000 (seasonally adjusted) in the black in overall 
balance was obtained as the result of accounting as stated above. 


The March exchange rate for yen in the foreign-exchange market (in terms of 
American dollars, at the interbank transaction rate, settlement for which 
takes place mostly the following day) was 238.95 yen per dollar at the begin- 
ning of the gmonth, and moved with a strengthening trend during the first 
third of the month, however, with settlement at 239.4 yen to a dollar, going 
into next month with a weakening trend. 
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(1) Changes in balance of international payments 

(2) Foreign-currency reserve (scales to right) 

(3) Trade balance (seasonally adjusted) 

(4) Exchange rate of yen against dollar (settlement of exchange computed at 
the central rate, monthly average) (scales to right) 

(5) Long-term capital balance 

(6) Overall balance (seasonally adjusted) 

(7) Short-term capital balance, etc. 

(8) ($100 million) 

(9) (yen/dollar) 

(10) ($100 million) 

(11) March 

(12) Foreign-currency reserve 

(13) Spot rate against dollar 

(14) (month) 

(15) (year) 

(16) 1982 

(17) 1983 

(18) (Note) Based on KOKUSAI SHUSHI TOKEI GEPPO [Monthly Report on the 
International balance of payments], the Bank of Japan, and other 
sources. 
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(20) 


(21) 


(22) 
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Balance of internation yayments (IMF system) 
(Unit: $1 million) 
Balance of current transactions 
Total 
Trade balance 
Subtotal 
Exports 
Imports 
Balance of invisible transactions account 
Balance of transfer account 
Balance of long-term account 
Basic balance 
Balance of short-term capital account, and others 
Overall balance 
Foreign currency reserve 
FY 1980 
FY 1981 
1981, October-December 
1982, January-March 
April-June 
July-September 
October-December 
1982, February 


December 
1983 (P) January 
(P) February 
March 
(Note) 1 From KOKUSAI SHUSHI TOKEI GEPPO, the Bank of Japan 
2 Short-term capital balance includes deals in future and deals 
on spot, but does not include transactions that belong to 
financial figure 
(P) indicates expedited figure 
Figures in ( ) seasonally adjusted 
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The foreign-currency reserve was $24,015,000,000 at the end of March, an in- 
crease of $261 million during the month. 


The monetary value of exports that cleared customs in February was 
$11,036,000,000, a decrease of 5.4 percent compared to the same month in the 
previous year; compared to the previous month, using seasonally adjusted 
figures, a decrease of 6.0 percent. In terms of quantity, a decrease of 4.3 
percent compared to the previous month, and an increase of 1.1 percent conm- 
pared to the same month of the previous year. 


Comparison of February to January important export products, on dollar base, 
were: Increases were noted in general machinery (1.7 percent), and tape 
recorders (1.3 percent), while decreases were found in iron and steel (4.9 
percent), textiles and textile products (11.2 percent), automobiles (11.7 
perce.it), chemical products (16.7 percent), and ships (22.4 percent). 


Comparison of February to January areas of export were: Increases were ob- 
served in exports to comwmist countries (11.4 percert) and Middle East (2.5 
percent), while decreases were found to Southeast Asian countries (5.1 percent), 
Western Europe (15.5 percent), and Latin America (38.5 percent). 


Export letters of credit received totaled $8,535,000,000 (seasonally adjusted) 
[in Table 2, the same figure is listed as that of seasonally unadjusted] in 
March, a decrease by 0.2 percent compared to the previous month, and a decrease 
of 0.8 percent compared to the same month of the previous year. 


February export price index (1980-100) was 98.8, a decrease of 0.1 percent 
compared to the previous month (a decrease of 5.5 percent compared to the same 
month of the previous year). By product, the index for vehicles was 0.9 per- 
cent higher compared to the previous month due to increases in exports of motor- 
bikes and subcompact automobiles. The index also was higher for chemical pro- 
Cucts (up 0.7 percent) compared to the previous month, while for metals and 
metal products, it was lower (1.4 percent) due to decreases in exports of elec- 
tric cables and oil well steel pipes. The index was lower for electric equip- 
ment and machinery (0.5 percent) and textiles (0.3 percent) compared to the 
previous month. 


The monetary value of imports that cleared customs in February was 
$9,633,000,000, a decrease of 15.1 percent compared to the same month in the 
previous year, and a decrease of 10.3 percent compared to the previous month, 
using seasonally adjusted figures. On the quantity base, a decrease of 7.1 
percent compared to the previous month, and 10.8 percent, compared to the 
same month of the previous year. 


Trends in prices of important commodities and products traced by comparing 
current prices to the same month of the previous year on dollar base, de- 
creases were recorded in everything: food (4.7 percent), metal raw materials 
(4.7 percent), wood (7.7 percent), machinery and instruments (13.7 percent), 
and crude oil (17.6 percent). 


As to changes in areas imports came from, in comparison to the previous month, 
increases were found from communist countries (2.1 percent), while decreases 
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Export trends (3-month moving average of seasonally adjusted figures) 


($100 million) 
[By areas] 

[By products] 
United States 
Southeast Asia 
Western Europe 
Middle East 
Latin America 
Communist countries 
Automobiles 

Metals and metal products 
Ships 

Textiles and textile products 
Chemical products 

(month) 
1981 1982 


1983 (year) 
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(10) 
(11) 


(12) 
(13) 
(14) 
(15) 
(16) 
(17) 
(18) 


(19) 


(20) 


Export 
(Unit: $1 million, percent) 
Custom cleared value 
Quantity index 
Letters of credit received 
Export price index (1980-100) 
Trade condition index (1975=100) 
Unadjusted [original] figures 
Seasonally adjus‘ed figures 
Percent of decrea*e or increase [of seasonally adjusted figures] com- 
pared to the previous quarter (or month) 
Percent of increase or decrease compared to the same quarter (or month) 
of the previous year 
Percent of increase or decrease compared to the previous quarter (month) 
Unadjusted figures 
Seasonally adjusted figures 
Percent of increase or decrease compared to the previous quarter (month) 
FY 1981 
FY 1982 
1982, January-March 
April-June 
July-September 
October-December 
1983, January-March 
1982 February 
December 
1983, January 
February 
March 
(Note) 1 Based on GAIKOKU BOEKI GAIKYO [OUTLINE OF FOREIGN TRADE], 
Ministry of Finance; YUSHUTSU SHINYOJO TOKEI [LETTERS OF 
CREDIT STATISTICS], The Bank of Japan; BUKKA SHISU GEPPO 
[PRICE INDEX MONTHLY REPORT), etc. 

2 Figures in ( ) in the unadjusted figures column indicates 
the percentage of increase or decrease compared to the same 
quarter (or month) of the previous year. Quarterly figures 
are the average of 3 months. 

3 Im the quantity-index column, index of increase or decrease 
compared to the previous quarter (month) is derived from 
seasonally adjusted figures. 

4 Trade condition= 
export price index (1975=100)* on custom clearance base 
import price index (1975=100) on custom clearance base 
[*in the table, given as (1980-100) ] 

5 Values of letters of credit received is calculated according 
to a conversion system using spot market rates. 





X 100 
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were seen from Western Europe (5.2 percent), Middle and Near East (7.3 per- 
cent), United States (19.7 percent), Southeast Asia (15.6 percent), and Latin 
America (39.9 percent). 


The February import price index (1980=100) was 105.2, an increase of 0.3 per- 
cent compared to the previous month (a decrease of 0.3 percent compared to the 
same month of the previous year). By commodities and products, the index was 
slightly lower for wood and wood products (0.4 percent), and food and feeds 
(0.2 percent) compared to the previous month, while it was higher for metals 
(3.2 percent, compared to the previous month) due to higher prices of steel 
ores and aluminum ore. 
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Key: 
(1) Import trends (3-month moving (10) Textile raw materials 
average of seasonally adjusted (11) (month) 


figures ) (12) 1981 1982 1983 (year) 
(2) ($100 million) (13) (Note) Based on GAIKOKU BOEKI 
(3) Customs clearance base GAIKYO, The Ministry of Finance; 
(4) The rate of imported raw mate- YUNYU GENRYO TOKEI, (Imported 
rials in stock (scales to right) Materials Statistics), the 
(5) (1975100) Ministry of International Trade 
(6) Crude oil and Industry 
(7) Food 
(8) Metal raw materials 
(9) Wood 
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(1) Import 
(2) (Unit: $100 million, percent) 
(3) Custom cleared value 
(4) Unadjusted [original] figures 
(S) Seasonally adjusted figures 
(6) Percent of increase or decrease [of seasonally adjusted figures] compared 
to the previous quarter (month) 
(7) Quantity index 
(8) Percent of increase or decrease compared to the same quarter (month) of 
the previous year 
(9) Percent of increase or decrease compared to the previous quarter (month) 
(10) Amount of crude oil import (1,000 kl) 
(ll) Statistics based on reports 
(12) Rate of imported raw materials in stock (seasonally adjusted figures) 
(1976=100) 
(13) Import price index (1980-100) 
(14) FY 1980 
(15) FY 1981 
16) «61982, January-March 
April-June 
October-December 
1983, January-March 
(17) 1982, February 


December 
(18) 1983, January 
February 
March 
(19) (Note) 1 Based on GAIKOKU BOEXI GAIKYO, the Ministry of Finance; 
YUNYU TOKEI HOKOKU, the Ministry of International Trade 
and Industry, and others. 

2 Figures in ( ) in the unadjusted figures column indicates 
the percent of increase or decrease compared to the same 
quarter (month) in the previous year. Quarterly figures 
are the average of 3 months (excepting the amount of 
imported crude oil). 

3 In the quantity-index column, percent of increase or de- 
crease compared to the previous quarter (month) is derived 
from seasonally adjusted figures. 


12257 
CSO: 4105/250 END 
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